HCS HB 1337 -- RETAI NAGE I N BUI LDI NG CONTRACTS

Drafting Nunber: 3503L.01C

SPONSOR or CO SPONSORS: Green (73), St. Onge
Chairman (for HCS): GCeorge

Handl er:

COW TTEE ACTION:. Voted "do pass”

by the Conmittee on Labor by a vote of 13 to 2

Use I ntroduced Summary Verbatim

Modi fy above as fol | ows:

New sunmary as foll ows:

This bill creates several requirenments and restrictions involving
“retainage,” the practice of w thholding a percentage of the
paynment for a construction project, pending satisfactory
conpletion of the project. The bill imts retainage to 5% of
the contract. The contractor may give the owner a substitute
security and demand paynent of the retainage. Subcontractors may
do the same with contractors. The bill sets forth the types of
securities that wll satisfy the requirenment, including
certificates of deposit, retainage bonds, and unconditi onal
letters of credit. Contractors are entitled to any incone earned
fromthe securities while deposited with the owner. Contractors
may not w thhold extra retainage froma subcontractor, unless the
subcontractor’s perfornmance is not in accordance with the terns
of the subcontract. Contractors nust pass along to any

subcontractors the retainage they are paid on a pro rata basis.



Subcontractors may be rel eased prior to conpletion of the entire
project, and contractors nay request an adjustnent in retainage
necessary to pay these subcontractors in full. Wthin 30 days of
the substantial conpletion of the project, all retainage or
substitute security must be rel eased by the owner to the
contractor, |ess 150% of the costs to conplete any renaining
itens. Upon receipt of this retainage, contractors nust rel ease
subcontractors’ share of the retainage within 7 days.
Construction contracts will be unenforceable to the extent that
they are inconsistent with the requirenments of the bill. Courts
may award 18% i nterest on inproperly w thheld retai nage and nay
award attorney’s fees in actions to enforce the bill. Contracts
for the construction of residential buildings with 4 or fewer

units are exenpt fromthe bill.

Emer gency d ause: or Effective Date of:
HCA(s) --
FI SCAL NOTE: Att ached: Not avail abl e:

PROPONENTS: Supporters say that the tradition of 105 retainage
has been abused, contractors or subcontractors nmust wait until
after the conpletion of the entire project, and contractors nust
still pay taxes on noney that is retained. The bill wll save
noney on construction projects and allow contractors to put nore
noney into their businesses.

Testifying for the bill were Representative St. Onge, Bi-State Utilities Co., SITE Improvement
Association, St. Louis Area Contractors Association, American Subcontractors Association,
American Steel Fabrication, Inc., Mechanical Construction Association of Eastern Missouri,
Associated General Contractors of Missouri, Builders Association of Missouri, Carpenters
District Council of Kansas City and St. Louis, Missouri AFL-CIO, Daniel Caldwell, and
Raymond C. Daub.

OPPONENTS: Those who oppose the bill say that the bill is an impairment of private contracts,



5% is not enough retainage for security, 150% is not enough to retain for uncompl eted work,
alternative securities are a concern, and there are existing remedies for nonpayment. The bill will
increase costs and time to compl etion because of inspections, increase the costs of lending on
construction, and young, untested firms will get fewer contracts.

Testifying against the bill were Anheuser-Busch, Associated Industries of Missouri, St. Louis
Council of Construction Consumers, Association of Realtors, and the Missouri Growth
Association.

Analyst: Mark Pioli



